OPERATING RESULTS 


Of equal importance to sales were the gratifying 
improvements made in the operating efficiencies of de- 
Sign, engineering, production, and purchasing, as well 
as in sales and financial costs. Effective management 
and supervision produced an unaudited, after-tax profit 
of approximately $644,000 for the period under review in 
contrast with a small loss of $15,000 in 1968. While this 
figure of 3.2% of sales is a record earnings performance 
for Electrohome, it is important to note that it is only 
now reaching the Canadian average. These facts clearly 
show that, while we have made substantial gains, we need 
to do even better to help your company develop its future. 


CANADIAN ECONOMIC OUTLOOK 


Everyone interested in Electrohome’s immediate and 
long-term position cannot help but be dismayed at our 
Federal Government’s unrealistic attempts to cool in- 
flation and to encourage healthy economic growth. Vi- 
tally significant is the fact that increases in personal 
incomes have far outdistanced productivity improvements. 
Trends in 1969 indicate that this situation is becoming 
even more degenerative and, because Canada’s economy 
is So dependent on exports, we are now pricing ourselves 
out of these markets. 


In fact, spiralling Canadian incomes, unaccompanied 
by productivity gains, will mean that we are pricing 
ourselves out of our own markets. 


Imports now having surpassed our export figures 
brings to the fore our Federal Government’s futile bud- 
get gesture of wiping out three GATT tariff reductions in 
one unfair slice. In some mysterious way, lower tariffs 
are supposed to help control inflation. They will have 
no such immediate effect, but will certainly contribute 
further to our import imbalance, cause some unemploy- 
ment, and force a drop in industrial earnings and pro- 
ductivity. 


All elements of industry, including labour, should 
be shocked at government’s action. 


The breaking of the agreed upon method of freeing 
trade under GATT arrangements illustrates government’s 
lack of understanding of business operations. 


The departments of trade, commerce, and industry 
have for years promoted the idea of teamwork between 
government, labour and management to work for the good 
of the public and our economy. Government’s recent 
actions indicate that labour and management must work 
together more closely and effectively to achieve the ob- 
jective of a Canadian manufacturing industry which pro- 
vides security for its employees and shareholders, plus 
an environment which enables companies to serve Can- 
adian and export markets efficiently. 


FUTURE PROSPECTS 


The outlook for Electrohome products for the latter 
half of ’69 is encouraging but the economic and political 
environment we have just commented upon makes us 
somewhat apprehensive. Credit curbs, high interest rates, 
Spiralling wage costs, and our government’s irrelevant 
efforts to control inflation by dampening consumers’ spen- 
ding, need to be superceded by the facing of the eco- 
nomic fact of life that neither our goverments nor our 
citizens can have their cake and eat it too. Canadians 
need to see governmental efforts to provide leadership 
of economic understanding which faces the realism of 
Canada’s industrial and marketing position. 


Despite these current misgivings and some unknowns 
in our own operational environment, you, our shareholders, 
may be certain that we will be working energetically to 
achieve a second half of 1969 which at least equals that 
period’s performance in 1968. If we do so, 1969 will be 
the best year in Electrohome’s history and we will have 
added much strength to our native position in the second- 
ary manufacturing industry of Canada. 


CrAy POLEOCK 
President. 
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Electrohome’s new Circa 708 color TV boasts a_ revolutionary 
touch-tuner, a first in North America. 
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HLECTROHOME 


an interim report 
to shareholders 
June 30, 1969 


TO OUR SHAREHOLDERS: 

Electrohome Limited experienced a very good first 
six months in 1969 and your directors take much satis- 
faction in making this mid-year report. As economic 
conditions were reasonably buoyant during the latter half 
of 1968, the momentum carried into the early part of the 
year. This environment, plus the public’s interest in 
color television which stimulated sales of this important 
Electrohome product, enabled a six month company re- 


cord to be achieved. The sales at all Electrohome oper- 
ations - home entertainment products, Deilcraft furniture, 
appliances, motors, educational television, electronic or- 
gans, and export sales - were ahead of any former year. 
This performance indicated a greater than ever appre- 
ciation by the public of the fact that products bearing 
the names of “Electrohome” and “Deilcraft” have an extra 
degree of excellence as well as satisfying customer value 
built into them. 


SALES 


Consolidated sales for the first half of 1969 totalled 
approximately $19,130,000, an increase of 46:4% over the 
figure of $13,086,000 achieved in the same months of 
1968. This is a most impressive ineréase but, in assessing 
the improvement, it must-bé remembered that, in the 
earlier year, economie~ conditions were less favourable 
and the public interest in color television had not risen 
to the heights attained one year later. 


CONSOLIDATED BALANCE SHEET 
as at June 30, 1969 


ASSETS 1969 1968 
CURRENT ASSETS 
Accounts receivable $ 4,681,277 $ 3,752,742 
Income taxes recoverable — 30,953 
Inventories, at lower of cost or 
replacement cost 11,562,502 12,276,109 
Prepaid expenses 549,516 454,272 
Marketable securities, at cost _— 1,800 


16,793,295 16,515,876 


OTHER ASSETS 
Investments in other companies, 


at cost —- 42,650 
Special refundable tax 9,663 37,553 
9,663 80,203 
FIXED ASSETS 
Land, buildings, machinery and 
equipment at cost 10,461,532 10,581,435 
Less accumulated depreciation 4,362,319 3,952,600 
6,099,213 6,628,835 
TOTAL ASSETS $22,902,171 $23,224,914 
LIABILITIES 
CURRENT LIABILITIES , 
Bank advances, secured $ 4,339,940 $ 8,112,778 
Accounts payable and accrued 
liabilities 3,758,760 2,116,351 
Sales and excise taxes payable 593,201 vA 397,565 
Income and other taxes payable 454,695 _ 
Principal instalments due within 
one year on long term debt 263,378 
404,033 10,890,072 
LONG TERM DEBT 3,756,952 4,014,390 
DEFERRED INCCME TAXES 1,076,800 876,800 
SHAREHOLDERS’ EQUITY 
Capital stock 
18,375 534% Preference shares 
(18,775 - 1968) 1,837,500 1,877,500 
472,405 Common shares (467,555 - 1968) 1,111,138 1,059,049 
Retained earnings 5,715,748 4,507,103 
8,664,386 7,443,652 
TOTAL LIABILITIES AND CAPITAL $22,902,171 $23,224,914 


CONSOLIDATED STATEMENT OF INCOME 
for the six months ended June 30, 1969 


1969 1968 

SALES $19,130,246 $13,086,413 
Cost of sales, selling, administrative 

and financial expenses 17,329,724 “12,679,810 
Income before undernoted items 1,800,522 406,603 
Depreciation 322,154 310,172 
Interest on long term debt 123,037 134,426 
445,191 444,598 
Income (loss) before income taxes 1,355,331 ( 37,995) 
Taxes on income 711,000 (23,056) 
NET INCOME (LOSS) $ 644,331  $( 14,939) 


CONSOLIDATED STATEMENT OF 
RETAINED EARNINGS 
for the six months ended June 30, 1969 


1969 1968 
Balance at beginning of year 
as previously reported $ 5,103,030 $ 4,506,663 
adjustment (note) 116,691 116,691 
as restated 5,219,721 4,623,354 
Net income (loss) for six months 644,331 ( 14,939) 
; 5,864,052 4,608,415 
Deduct 
Dividends paid 
Preference shares 53,873 54,584 
Common shares 94,431 46,728 
148,304 101,312 


BALANCE AT END OF SIX MONTHS _ $¢ 5,715,748 $ 4,507,103 


Note to Consolidated Statement of Retained Earnings 


The ‘“‘Excess of book value over cost of shares acquired in sub- 
sidiaries less subsequent adjustments”, previously presented 
as a separate item on the balance sheet, has now been in- 
hae retained earnings, and the 1968 figures have been 
restated. 


CONSOLIDATED STATEMENT OF SOURCE AND 
APPLICATION OF FUNDS 
for the six months ended June 30, 1969 


1969 1968 
SOURCE OF FUNDS 
Net income for six months $ 644,331 $ (14,939) 
Depreciation 322,154 310,172 
966,485 295,233 
Proceeds from issue of 
Common shares 29,469 2,646 
Surrender of life insurance policies —_ 97,233 
Sale of fixed assets 140,471 14,265 
169,940 114,144 
1,136,425 409,377 
APPLICATION OF FUNDS 
Additions to fixed assets 151,460 78,175 
Reduction in long term debt 25,802 23,983 
Dividends paid 
Preference shares 53,873 54,584 
Common shares 94,431 46,728 
Preference shares purchased for 
cancellation 40,000 40,000 
Other items == 6 
365,566 243,476 
INCREASE IN WORKING CAPITAL 770,859 165,901 
Working capital at beginning of year 6,618,403 5,459,903 
Working capital at June 30 $ 7,389,262 $ 5,625,804 


ELECTROHOME Limited, 
and Subsidiary Companies 


